
 
 
Patricia M. French 
Senior Attorney      300 Friberg Parkway 

Westborough, Massachusetts 01581 
       (508) 836-7394 
       (508) 836-7039 (facsimile) 
       pfrench@nisource.com
 
        

July 12, 2005 
 
 
BY OVERNIGHT DELIVERY AND E-FILE 
 
Mary L. Cottrell, Secretary 
Department of Telecommunications and Energy 
One South Station 
Boston, MA  02110 
 
Re: Bay State Gas Company, D.T.E. 05-27
 
Dear Ms. Cottrell: 
 
 Enclosed for filing, on behalf of Bay State Gas Company (“Bay State”), please find Bay 
State’s responses to the following information requests: 
 
From the Attorney General: 
 

AG-3-26 (Supp) AG-4-24 AG-12-5 AG-12-10  
 
AG-12-12  AG-12-23 AG-12-27 AG-12-28  
 
AG-12-32  AG-12-33 AG-12-36 AG-23-4 
 
AG-25-1  AG-25-5  
 

From the Department: 
 

DTE-1-20 (Revised Att.)  DTE-6-9 (Supp) DTE-9-1 (Supp)   
 
DTE-9-5 (Supp)   DTE-9-8 (Supp) DTE-9-13 (Supp) 
 
DTE-9-18 (Supp)   DTE-9-19 (Supp) DTE-9-20 (Supp) 
 
DTE-14-1 (Supp) 
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From the USWA: 
 

USWA-2-2  USWA-2-6  USWA-2-17 
 

From the UWUA: 
 
UWUA-1-31  UWUA-3-43 
 
 
The Company also includes with this submission the following supplement to a Bay State 

exhibit introduced during the July 7, 2005 hearings: 
 
Exhibit BSG-7 (JES) SUPPLEMENTAL 
 
Please do not hesitate to telephone me with any questions whatsoever. 

 
 Very truly yours, 
 

 
 

       Patricia M. French 
 
 
cc:   Per Ground Rules Memorandum issued June 13, 2005: 

 
Paul E. Osborne, Assistant Director – Rates and Rev. Requirements Div. (1 copy) 
A. John Sullivan, Rates and Rev. Requirements Div. (4 copies) 
Andreas Thanos, Assistant Director, Gas Division (1 copy) 
Alexander Cochis, Assistant Attorney General (4 copies) 
Service List (1 electronic copy) 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

THIRD SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

  

Supplemental Response 
 
AG-3-26 Referring to Exhibit BSG/JES-1, Schedule JES-6, page 20, lines 2 and 3, 

please provide complete copies of the source documents for the numbers 
indicated on those lines. 

 
 
Response: The source for Bay State’s projected Gross Domestic Price Deflator was 

Global Insight’s February 2005 projections.  Attachment AG-3-26, page 1 
provides the projections for Real GDP and Nominal GDP shown on lines 
2 and 3, respectively, with the GDP deflator the result of line 3 divided by 
line 2.  The pertinent pages from the web site are identified as pages 2 
through 6. 

 
Also included in Attachment AG-3-26 is the inflation adjustment based on 
the May 2005 projections.  Pages 7 shows the projections as explained 
above.  Pages 8 through 11 are copies of the pertinent pages.  The more 
recent projections show a slight increase in the rate of inflation from 
3.51% to 4.67%.   
 
 

Supplemental Response: 
 
 Included is Attachment AG-3-26 (Supp) reflecting a revised inflation factor 

based on July 2005.  The more recent projection shows a rate of inflation 
of 4.31% compared to the 3.51% included in the original filing.  













COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

FOURTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible:  Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company 
  

AG-4-24 Please indicate whether the Company shall deposit all funds collected 
from customers through the pension / PBOP mechanism to the respective 
trust funds in the year the funds are collected.  If the answer is anything 
other than an unqualified “yes”, please explain in complete detail how the 
funds collected under the pension / PBOP mechanism will be used. 

 
 
Response:  
 The Company will deposit amounts received through the pension / PBOP 

mechanism into the appropriate trust vehicles as follows: 
 

With regard to PBOP, the Company will fund the trust, at its discretion, 
based on the business case for such funding and to the extent that a tax 
deduction is allowable for the funding in a particular recovery period.   
 
With regard to pensions, the Company will fund the trust, to meet the 
minimum contribution amount required by law.  Any additional pension 
contributions will be funded, at its discretion, based on the business case 
for such funding and to the extent that a tax deduction is allowable for the 
funding in a particular recovery period. 

 
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible:  Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company        
  

AG-12-5 Referring to Exhibit BSG/SAB-1, page 5, lines 2-10, please provide 
copies of the reports, analyses, memorandum, e-mails, etc. that provide 
Hewitt’s recommendations for the policy and implementation of the 
compensation and benefits package.  

Response:  
 Please refer to the Company’s responses to information requests AG 12-

7, AG 12-24 and AG 12-25.  These responses provide the results of the 
analyses performed by Hewitt pursuant to discussion of overall 
compensation and benefits strategy. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company     
  

AG-12-10 Referring to Exhibit BSG/SAB-1, page 7, lines 10-22 and page 8, lines 1-
15, please indicate whether the components of the newly revised 
compensation and benefits listed are all of the revisions and changes that 
were made during 2004. Please also indicate whether any other changes 
have been made since then, and if so, please provide a complete and 
detailed description of each of those changes.  

Response:  
 The components of compensation and benefits shown at pages 7 and 8 

of my testimony represent the compensation and benefits for the majority 
of employees at Bay State.  In addition, stock options are available to 
employees beginning at the manager level and other long-term stock 
plans are provided to a small group of NiSource executives. 

 
 There are certain benefits changes that have taken or will take effect 

subsequent to 2004.  In 2005, the Company subsidy toward health care 
coverage for exempt employees was lowered to approximately 80 percent 
from 85 percent in 2004.  For 2006 and beyond, the Company will limit its 
contribution toward health care and dental coverage for exempt 
employees in any plan to 103 percent of the prior year Company 
contribution to the PPO option.  Also, effective January 1, 2006 exempt 
employees will have the option of electing a new account balance 
pension plan design with a new 401(k) savings plan match.  Alternatively, 
through 2010 employees may retain their current retirement income 
program (pension and savings plan match).  By 2011, all current exempt 
employees will be covered under the new retirement program design.  
Additionally, retiree life insurance will be reduced to $10,000 for exempt 
employees who retire after 2005. 

 
Other changes to the Company’s health plans for 2006 include the 
addition of a consumer-driven health plan design in the form of a high-
deductible health plan with the availability of a health savings account, the 
addition of an exam-only dental option and an exam-only vision option.  
Also, for exempt employees, the Company plans to reduce its portion of 
co-insurance under the PPO and increase participant co-pays and out-of-
pocket maximums.  



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company     
  

AG-12-12 Referring to Exhibit BSG/SAB-1, page 17, lines 1-7, it indicates that 
“Hewitt found that, compared to the market, Bay State’s base pay for non-
union employees was competitive.  Therefore, it recommended that each 
individual salary should be compared to the salary range for each job and 
raised if the pay was below the bottom of the established range.”  Please 
indicate whether salaries were lowered if they were above the established 
range, and if not, why not.  

Response:  
 Less than ten employees at Bay State were determined to be paid above 

the top of the range.  Because the compensation for the employees was 
not reduced, the employees are not eligible for salary increases within the 
performance management program.  Instead, depending on performance, 
they are eligible for lump-sum amounts in lieu of salary increases.  As the 
tops of the wage ranges increase with inflation, the employees’ salaries 
will fall back within the ranges.   



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company    
  

AG-12-23 Referring to Exhibit BSG/SAB-1, page 43, lines 12-19, please provide all 
analyses of the causes for the 20.3 percent increase in dental costs 
indicated there.  

Response:  
 Please refer to the Company’s response to information request DTE 18-

13. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible:  Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company    
  

AG-12-27 Referring to Exhibit BSG/SAB-1, page 48, Table SAB-1, please provide 
the range of discount rates that management had to choose from for each 
of the years 2000 through 2004, along with the source documents for 
those rates. For each of those years, please provide the pension expense 
and the PBOP expense, separately, assuming the discount rate at (1) the 
low end of the range is used and (2) the high end of the range is used.  

Response:  
 Please refer to the Company’s response to information request AG 19-16 

for information regarding the discount rates used in the calculation of 
pension and PBOP expense.  The Company did not perform studies of 
pension and PBOP expense assuming the high and low ends of a 
discount rate range were applied.   



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company     
  

AG-12-28 Referring to Exhibit BSG/SAB-1, page 48, Table SAB-1, please provide 
the range of health care trend rates that management had to choose from 
for each of the years 2000 through 2004, along with the source 
documents for those rates.  For each of those years, please provide the 
PBOP expense, assuming the discount rate at (1) the low end of the 
range is used and (2) the high end of the range is used.  

Response:  
  Please see the Company’s response to AG 19-22 with regard to the 

health care trend rate.  The Company did not perform studies of the 
effects on PBOP expense of various health care trend or discount rates. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible:  Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company    
  

AG-12-32 Referring to Exhibit BSG/SAB-1, page 48, Table SAB-1, please provide 
separately the expected contribution to the pension and the PBOP trust 
funds for 2005. 

Response:  
 The Company does not intend to fund the trusts for pension and PBOP 

during 2005.  



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company     
  

AG-12-33 Referring to Exhibit BSG/SAB-1, page 48, Table SAB-1, please provide a 
complete and detailed description of the nature of costs included in 
“Qualified” Pension Expense. 

Response:  
 The costs included in Qualified Pension Expense are the expense 

amounts associated with the pension plans qualified under Section 401(a) 
of the U.S. Internal Revenue Code.  The qualified plans include the 
Pension Plan for Operating Employees of Bay State Gas Company and 
the Bay State Gas Company Pension Plan. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWELFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible:  Steven A. Barkauskas, Vice President Total Rewards 

NiSource Corporate Services Company    
  

AG-12-36 Referring to Exhibit BSG/SAB-1, page 50-51, please indicate the current 
amount of the additional minimum liability that the Company seeks 
treatment for as a regulatory asset. Please also provide the workpapers, 
calculations, formulas, assumptions, and supporting documentation used 
to determine that amount. 

Response:  
 Please refer to the Company’s response to information request DTE 8-8 

for the amount of additional minimum liability charged to other 
comprehensive income as of December 31, 2004.  Please refer to the 
actuarial reports provided in response to AG 4-1 for more detail on the 
additional minimum liability. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWENTY-THIRD SET OF INFORMATION REQUESTS FROM THE ATTORNEY 
GENERAL 

D. T. E. 05-27 
 

Date: July 12, 2005 
 

Responsible: Danny G. Cote, General Manager       
  

AG-23-4 Refer to the Company’s response to AG-2-1 (Attachments 1 to 4) (June 6, 
2005).  Produce all work papers, calculations and assumptions for the 
calculations in these spread sheets.  If the Company submits revised 
calculations for these spread sheets, explain the reason for the revision, 
indicate the Bay State employee(s)  responsible for any manual review of 
any Company files that gathered data for the revision, identify exactly 
which work dossiers or other Company files were reviewed and produce 
all work papers, calculations and assumptions for the revised calculations 
in these spread sheets.  

 
Response: The Company has submitted revised calculations for the data initially 

provided in response to Information Request AG-2-1.  Please see AG-2-1 
Supplemental Response (dated June 29,2005) for the reason for the 
revised calculations.   
 
The Bay State Gas Company employee responsible for the manual 
review of the Company files was Edward Collins.  The review was done 
by William F. St. Cyr, Donald Merriam, Joan Furtado, Robert Allen, 
Robert Tetrault, James Murphy and Edward Collins.   The Company used 
its Work Order Management System (WOMS) to identify main leak 
repairs performed in 2004 due to corrosion.  The WOMS is the basis for 
the graph and worksheets contained in Attachment AG-2-1 Supplemental.  
The manual review was undertaken because the WOMS is unable to 
differentiate between corrosion leaks occurring on cathodically protected 
and unprotected main.     

 
  



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWENTY-FIFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY 
GENERAL 

D. T. E. 05-27 
 

Date: July 12, 2005 
 

Responsible:  Danny G. Cote, General Manager    
  

AG-25-1 Refer to the Company’s response to AG-6-4 where the Company states: 
“This inventory of coated unprotected steel main has been determined to 
have ineffective coating . . ..” How did the Company determine that the 
mains have ineffective coating?  What is the cause(s) of the coating being 
ineffective? Identify and produce copies of all reports, analyses and other 
documents regarding the ineffective coating.  

 
Response: When the Company works on a pipe segment, whether it be a leak, new 

service, tie-in, etc., it tracks the pipe coating condition through field data 
captured on work orders.  The pipe can be determined to have bad 
coating because of improper installation procedures, coating that had 
inferior adhesion or ineffective coating materials that were used.  In some 
instances, coating was never applied to valves, tees, and irregular fittings 
and joints that were attached to coated unprotected steel.  These would 
also be reasons the coated pipe could not be protected. 

 
 Each segment of coated unprotected steel main is evaluated when 

exposed.  There is a section on the work order for coating condition.  The 
choices are good, medium damage or extensive damage.  If extensive 
damage is checked it would mean the coating is ineffective.  These 
segments with ineffective coating are tracked through WOMS. 

 
 The Company has 106 miles, throughout Massachusetts, of unprotected 

coated steel with ineffective coating.  Every work order generated, for any 
work requiring excavation, has pipeline evaluation information recorded.  
There would be hundreds, if not thousands, of work orders relating to 
coating evaluation and it would be extremely tedious and time consuming 
to manually investigate.  All of these work orders are filed, stored and 
compiled in their respective operational centers and are available upon 
request. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

TWENTY-FIFTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY 
GENERAL 

D. T. E. 05-27 
 

Date: July 12, 2005 
 

Responsible: Danny G. Cote. General Manager      
  

AG-25-5 Refer to the Company’s response to AG-6-4, page 2 of 2. Does the 
Company only determine areas of “active corrosion” with leak surveys?  
What other methods does the Company employ? Since 1990, identify and 
produce copies of all reports, analyses or other documentation that 
conclude an area of active corrosion existed for the Brockton and 
Lawrence service areas.  

 
Response: Active corrosion is defined as "continuing corrosion which, unless 

controlled, could result in a condition that is detrimental to public safety” 
as defined in Title 49, Subpart I § 192.457 from August 1, 1971 to the 
latest revision of this regulation.   

 
All of Bay State’s unprotected coated steel mains are monitored and 
evaluated for active corrosion using leakage surveys. It is currently the 
only method the Company uses. 
 
If a leak is found during the course of the Company’s leakage surveys, 
that is considered detrimental to public safety it would be classified as a 
Class 1 leak and prompt remedial action would be taken. The segment 
would be repaired or replaced.  Once this action is taken, active corrosion 
would no longer exist. 
 
In both Brockton and Lawrence, a Class 1 leak caused by active 
corrosion would be recorded and tracked in the Company’s WOMS 
system as a Class 1 corrosion leak.  The work orders for Class 1 leaks 
are filed in a usual and customary manner and are not separated by 
category.  To go through hundreds, if not thousands, of work orders to 
produce 15 years of information would be extremely tedious and time 
consuming.  All of these work orders are filed, stored and compiled in 
each individual operating center and are available upon request. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

FIRST SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: Stephen H. Bryant, President 

  

DTE 1-20 Refer to Exh. BSG/SHB-1,at 50.  Please provide a copy of the lease 
agreement for the Metscan meter reading equipment. 

 
 

Response: (Revision) Revised Attachment DTE 1-20 (d) is a copy of the 
Master Lease Agreement covering each of the Lease Schedules 
submitted with the original response.  The original response contained an 
incorrect master lease. 
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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

SIXTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements)  

 

Supplemental Response 
 
 
DTE-6-9  Refer to Exh. BSG/JES-1, at 34;  Exh. BSG/JES-1, Workpaper JES-6, at 

30; and Exh. BSG/JES-1, Sch. JES-6, at 14.  If the proposed postage 
increase is not approved as filed, what steps will the Company take to 
adjust rates accordingly? 
 
 

Response:  Bay State expects the postage increase to be approved by Congress as 
submitted.  If Congress approves a different amount or denies the 
proposed increase before the end of the investigative phase of this 
proceeding, Bay State will update its filing accordingly. 

 
If no action is taken by Congress before the end of the investigative 
period and the Department denies the adjustment as not known and 
measurable, Bay State will adjust the expense category in the compliance 
phase of the proceeding to remove the proposed adjustment, and will 
include test year postage expense in the O&M expenses subject to the 
general inflation factor when that number is rerun for compliance. 

 
 
Supplemental Response: 
 
 Assuming Congress has not approved the postage increase by the time  

the Department issues its order and the Department denies the 
adjustment as not known and measurable, the postage expense would 
not be included in the inflation adjustment since it is not impacted by 
general inflation. 

 
  



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

NINTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

 
SUPPLEMENTAL RESPONSE 

 
DTE-9-1  Refer to Exh. BSG/JES-1, Workpaper JES-6, at 21.  Please provide the 

basis for computing bad debt expense of $8,244,660 for accounting 
purposes and the percentage of this expense to total test year firm billed 
revenues. 

 

Response:  The bad debt expense of $8,244,660 is made up of the following factors: 
 
Gross Accrual     $9,549,525 
Less Gas Cost portion of gross accrual   6,595,000
Net Accrual     $2,954,525 
 
Bad Debt Recoveries    $5,290,135 
 
Total Bad Debt accrual reported on  
 Line 46 – Workpaper JES-6, pg 21  $8,244,660 
 
 
Attachment DTE-9-1 (A) provides a narrative of the bad debt accrual 
process. 
 
Attachment DTE-9-1 (B) provides a copy of the calculation utilized for 
2004.    
 
As requested, the percentage of the $8,244,660  to total test year firm 
billed is as follows: 
 
 $8,244,660 / $473,368,000 = 1.74% 
 
However, the more appropriate comparison is as follows: 
 
 $9,549,555 / $473,368,000 = 2.01%. 
 
SUPPLEMENTAL RESPONSE 
 
Please see Attachment DTE-9-1 (B), which was previously omitted from 
this response. 



Bay State Gas Company 
Witness: John Skirtich 

D.T.E. 05-27 
Attachment DTE-9-1 (A) 

Page 1 of 2 
 

 
Bay State Gas 

Bad Debt Reserve Accrual Methodology 
 
 
Residential/Low Pressure Commercial Accrual Methodology 
Theoretically, Bay State charges off accounts receivable in excess of 120 days 
outstanding from the initial billing date (calendar days).  Therefore, the December 
Provision for Uncollectible Accounts needs to reflect the portion of receivables recorded 
for September through December that will not be collected.  The net charge-offs for the 
twelve month ended period (TME) December, divided by the TME August revenues, 
provides the most recent experience factor.  This experience factor is multiplied by the 
September through December revenues to provide the needed balance of the provision for 
uncollectible account.  Only the residential and low-pressure commercial customer class 
accounts receivable information is included in the above calculation.  
 
The accrual (expense) recorded during the year reflects the difference between the prior 
period provision balance and the expected current year provision balance calculated as 
described above  (accrual = current year estimated provision - prior year provision 
balance + current year net charge-offs).  The accrual is allocated among the months based 
on a “revenue” curve.  Net charge-offs are recorded as incurred.  Budget information 
(updated for actual when available) is used in the calculations when recording the 
January through November accruals.  Actual information is used to calculate and record 
the December entry.  As budget changes occur throughout the year, the accrual is 
adjusted accordingly in the remaining months. 
 
Attachment B in this response is a copy of the final calculation for 2004 and is the basis 
for the journal entries detailed below. 
 
Large Volume/High Pressure Methodology 
Large volume customers (non-residential and low pressure commercial) accounts are 
monitored individually and reserved on a case-by-case basis. 

  
Journal Entry To Record Accrual 
The summarized 2004 journal entries to record the accrual (expense) is as follows: 
 
 Debit Account 904 – Uncollectible Expense  $9,549,524 
  Credit Account 260 – Bad Debt Reserve  ($9,549,524) 
 
 
Gas Cost Portion of Bad Debt 
In accordance with the Cost of Gas Factor Clause Bay State recovers gas cost portion of 
bad debt expense through the Cost of Gas mechanism.  The following summarized 
journal entry records the gas cost portion of the bad debt expense in the above entry to a 
regulatory asset pending recovery: 
 
 Debit Account 182 – Regulatory Asset – Bad Debt $6,595,000 



Bay State Gas Company 
Witness: John Skirtich 

D.T.E. 05-27 
Attachment DTE-9-1 (A) 

Page 2 of 2 
  Credit Account 904 – Uncollectible Expense  ($6,595,000) 
 
The following entry is recorded to recognize the gas cost portion of bad debt expense – 
calculated to match the expense recorded with the revenue generated by the Cost of Gas 
bill component: 
 
 Debit Account 904 - Uncollectible Expense  $5,290,135 
  Credit Account 182 - Regulatory Asset – Bad Debt ($5,290,135) 
 



Bay State Gas Company
Witness: Skirtich

D.T. E. 05-27
Attachment  DTE-09-01 (B)

Bay State Gas  
  UNCOLLECTIBLE ACCRUAL FOR 2004  
                           PREPARED Dec 12, 2004 2004 2004 Difference 2004 2003 Difference
December 2004 actual Actual 10 & 2 Actual Actual
(000's) (000's) (000's) (000's) (000's) (000's) (000's)
RESIDENTIAL BILLED SALES - SEP,2002 THROUGH AUG,2004 313,901 313,901 0 313,901 300,575 13,326
PLUS UNBILLED RESIDENTIAL SALES AUG,2004 5,629 5,629 0 5,629 4,161 1,468
LESS UNBILLED RESIDENTIAL SALES AUG,2003 (4,161) (4,161) 0 (4,161) (3,200) (961)

                TOTAL 315,369 315,369 0 315,369 301,536 13,833

NET CHARGED-OFF 12 MONTHS ENDED DEC,2004 9,076 10,556 (1,480) 9,076 8,728 348

              % OF SALES 0.02877899 0.03347190 (0.00469292) 0.02877899 0.02894513 (0.00016615)

RESIDENTIAL BILLED SALES - SEP THROUGH DEC,2004 90,575 91,255 (680) 90,575 77,705 12,870
PLUS UNBILLED RESIDENTIAL SALES DEC,2004 31,375 25,556 5,819 31,375 25,765 5,610
LESS UNBILLED RESIDENTIAL SALES AUG,2004 (5,629) (5,629) 0 (5,629) (4,161) (1,468)

              SUB TOTAL 116,321 111,182 5,139 116,321 99,309 17,012

              % OF SALES CALCULATION 0.02877899 0.03347190 (0.00469292) 0.02877899 0.02894513 (0.00016615)
Normal 35%CGA 65.00%

Ratio Balance 12/31/2004 1,036 2,312 3,348 3,721 (373) 3,348 2,875 473
Estimated over 120 days Charged Off 0 0 0 0 0 0
Desired Balance 12/31/2004 3,348 3,721 (373) 3,348 2,875 473

LESS RESERVE BALANCE 1/1/2004 2,875 2,875 0 2,875 3,183 (308)
PLUS  NET CHARGE-OFF 9,076 10,556 (1,480) 9,076 8,728 348

CALCULATED ACCRUAL 2,954 6,595 9,549 11,402 (1,853) 9,549 8,420 1,129
0.3093 0.6907

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec Total
Normal 843,000 767,000 250,000 442,000 270,000 395,000 111,000 97,000 169,000 141,000 373,000 (904,000) 2,954,000
CGA 1,085,000 988,000 1,381,000 820,000 502,000 733,000 205,000 179,000 313,000 261,000 694,000 (566,000) 6,595,000
Total 1,928,000 1,755,000 1,631,000 1,262,000 772,000 1,128,000 316,000 276,000 482,000 402,000 1,067,000 (1,470,000) 9,549,000

cumulative 843,000 1,610,000 1,860,000 2,302,000 2,572,000 2,967,000 3,078,000 3,175,000 3,344,000 3,485,000 3,858,000 2,954,000
cumulative 1,085,000 2,073,000 3,454,000 4,274,000 4,776,000 5,509,000 5,714,000 5,893,000 6,206,000 6,467,000 7,161,000 6,595,000
cumulative 1,928,000 3,683,000 5,314,000 6,576,000 7,348,000 8,476,000 8,792,000 9,068,000 9,550,000 9,952,000 11,019,000 9,549,000



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

NINTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements)  

 

Supplemental Response 
 
DTE 9-5 Refer to Exh. BSG/JES-1, Sch. JES-6, at 9.  Please provide a 

schedule showing the annual firm billed revenues, annual net-write-
offs, and the percentage of write-offs to revenue billed for the years 
1992 through 2001. 

 
Response:  Please see Table DTE-9-5.  Net write-off information is not readily 

available prior to 2000. 
 

Table DTE-9-5 
 

  

  Firm    % of 
  Billed  Net   Write-Offs 

Year  Revenue  Write-Offs  To Revenue
  (1)  (2)  (3 = 2 / 1 ) 
  $  $   
       

1992  273,807,066  0  0.00%
       

1993  306,517,545  0  0.00%
       

1994  333,758,707  0  0.00%
       

1995  300,668,474  0  0.00%
       

1996  309,282,061  0  0.00%
       

1997  330,505,305  0  0.00%
       

1998  279,139,099  0  0.00%
       

1999  285,329,848  0  0.00%
       

2000  338,112,515  5,542,341  1.64%
       

2001  405,412,041  8,100,254  2.00%    

  



  Supplement DTE-9-5 
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Supplement: The write-off information for the years 1994 through 2001 is listed below.    

We will continue to search for the data relating to the years 1992 and 
1993. 

 
 

  Firm    % of 
  Billed  Net   Write-Offs 

Year  Revenue  Write-Offs  To Revenue
  (1)  (2)  (3 = 2 / 1 ) 
  $  $   
       

1994  333,758,707  4,045,704  1.21% 
       

1995  300,668,474  4,595,738  1.53% 
       

1996  309,282,061  2,354,318  0.76% 
       

1997  330,505,305  3,440,899  1.04% 
       

1998  279,139,099  4,919,933  1.76% 
       

1999  285,329,848  4,746,397  1.66% 
       

2000  338,112,515  5,542,341  1.64% 
       

2001  405,412,041  8,100,254  2.00% 
 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

NINTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

 

Supplemental Response 
 
DTE-9-8  Please describe each of the per books items listed on lines 46 through 52 

in Exh. BSG/JES-1, Workpaper JES-6, at 21 (or lines 2 through 8 of 
Workpaper JES-6, at 23) and cross-reference or explain how each of the 
indicated amount under the columns labeled “Gas Revenue Income 
Statement” and “EP&S [Energy Products and Services] Income 
Statement” was determined. 

 
Response:   
 
 
The $86,737 of bad debt expense on line 47 of Workpaper JES-6, at 21 reflects costs 
associated with the Sundry and Guardian Care programs. 
 
The $326,029 of bad debt expense on line 49 of Workpaper JES-6, at 21 reflects costs 
associated with the Water Heater and Home Heater programs. 
 
The bad debt expense for these items was calculated using the following formula: 
 
  12/31/04 reserve required 
 Less  12/31/03 reserve required 
 Plus  2004 charge-offs 
 Equals 2004 bad debt expense 
 
The reserve required at the end of 2003 and 2004 was the total of AR balances > 120 
days outstanding at December 31. 
 
Supplement: 
 
The “Gas Revenue Income Statement” column is explained according to the references 
in the table below: 
 

Line Description Amount Reference 
2 Bad Debt Accrual $8,244,660 DTE-9-1 
6 Bad Debt Accrual - 

Special 
$245,169 AG-27-10 

8 Bad Debt Write Off 
CGA Includible 

($5,290,135) JES-6 
Page 18 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

NINTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

 

Supplemental Response 
 
DTE-9-13  Refer to Exh. BSG/JES-1, Sch. JES-6, at 10.  Please provide the annual 

miscellaneous service revenues, other revenue net write-offs, and 
percentage of write-offs to revenue for years 1992 through 2001. 

 
Response:  Please see Table DTE-9-13.  Net write-off information is not readily 

available prior to 2000. 
 

TABLE DTE-9-13 
        

    Other   
  Misc.  Revenue  % of 
  Service  Net   Write-Offs 

Year  Revenue  Write-Offs  To Revenue
  (1)  (2)  (3 = 2 / 1 ) 
  $  $   
       

1992  5,536,482  0  0.00% 
       

1993  5,849,947  0  0.00% 
       

1994  6,129,228  0  0.00% 
       

1995  11,254,580  0  0.00% 
       

1996  8,735,923  0  0.00% 
       

1997  7,092,708  0  0.00% 
       

1998  6,519,870  0  0.00% 
       

1999  12,899,361  0  0.00% 
       

2000  13,406,556  254,488  1.90% 
       

2001  13,812,774  255,861  1.85% 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



           
 Supplement DTE-9-13 
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Supplement: The write-off information for the years 1994 through 2001 is listed below.    

We will continue to search for the data relating to the years 1992 and 
1993. 

 
    Other   
  Misc.  Revenue  % of 
  Service  Net   Write-Offs 

Year  Revenue  Write-Offs  To Revenue
  (1)  (2)  (3 = 2 / 1 ) 
  $  $   
       

1994  6,129,228  89,269  1.46% 
       

1995  11,254,580  88,683  0.79% 
       

1996  8,735,923  88,822  1.02% 
       

1997  7,092,708  275,822  3.89% 
       

1998  6,519,870  275,822  4.23% 
       

1999  12,899,361  154,117  1.19% 
       

2000  13,406,556  254,488  1.90% 
       

2001  13,812,774  255,861  1.85% 
  
 
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

NINTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

 
Supplemental Response 

 
DTE-9-19  Refer to Exh. BSG/JES-1, Sch. JES-6, at 10.  Please provide a schedule, 

covering the period 1992 through 2004, that shows for EP&S revenues: 
(1)  annual net write-offs; 
(2)  annual amount of net write-offs recovered through the CGA; 
(3) percentage of annual net-write-offs recovered through the CGA. 

 
Response:  Table DTE-9-19 provides the EP&S annual net write-offs for the period 

2000 through 2004.  Net write-off information is not readily available prior 
to 2000.   The Company does not recover write-offs related to EP&S 
revenue through CGA.  

 
TABLE DTE-9-19 

 
    EP&S 
    Net  

Year    Write-Offs
    $ 

     
2000    254,488 

     
2001    255,861 

     
2002    586,771 

     
2003    754,752 

     
2004    609,767 

 
 
 
 
 
 
 
 
 
 

  



  Supplement DTE-9-19 
  Page 2 of 2 

 
 
 
Supplement: The EP&S net write-offs for the years 1994 through 2004 are listed below.   

We will continue to search for the data relating to the years 1992 and 
1993. 

 
 

     EP&S 
    Net  

Year    Write-Offs
    $ 

     
1994    89,269 

     
1995    88,683 

     
1996    88,822 

     
1997    275,822 

     
1998    275,822 

     
1999    154,117 

     
2000    254,488 

     
2001    255,861 

     
2002    586,771 

     
2003    754,752 

     
2004    609,767 

 
 
 
 
 
 

 
 
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

NINTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 12, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements)  

 
Supplemental Response 

 
DTE-9-20  Please provide a schedule covering the period 1992 through 2004 

showing the following items: 
(1) annual firm therm sales; 
(2) annual firm billed revenues; 
(3) annual net write-offs; 
(4) annual net write-offs as percent of firm billed revenues; 
(5) annual net write-offs in cents per therm; 
(6) cumulative annual net write-offs for 1992 through 2004; 
(7) the average net write-offs in cents per therm for the 1992-2004 period. 

 
Response:  Please see Attachment DTE-9-20.  Net write-off amounts are not readily 

available prior to 2000. 
 
Supplement: Please see Supplemental Attachment DTE-9-20.   This attachment 

provides the requested information from 1994 through 2004.  We will 
continue to search for the information for the years 1992 and 1993. 
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO THE 

FOURTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E. 
D. T. E. 05-27 

 
Date: July 11, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requirements) 

 

Supplemental Response 
 

 
DTE-14-1  Refer to the Company’s responses to DTE 6-9 and DTE 6-10 dated June 

1, 2005. Please identify the mechanism that allows the Company to utilize 
the compliance phase of the proceeding to remove the proposed postage 
adjustment, and to include test year postage expense in the O&M 
expenses subject to the general inflation factor when that number is rerun 
for compliance.  Provide all rules, regulations, and other documentation to 
support this process. 

 
Response:  I am not a lawyer, but my understanding of the Department’s rate setting 

practice for postage is as follows.  Postage is normally adjusted for known 
increases.  The inflation factor adjusts all miscellaneous O&M that are not 
individually adjusted.  Since a formal announcement of an increase has 
been provided, even though the date of commencement of the increase 
has not yet been established, it is reasonable that the increased expense 
be recovered as part of an individual adjustment, and if not there then in 
the revenue requirement categories of costs that are subject to the 
inflation allowance.  I personally am unaware of this particular situation 
being presented in any prior rate proceeding before the Department 
relative to postage expense. 
 
 

Supplemental Response: 
 
 Assuming Congress has not approved the postage increase by the time 

the Department issues its order, and the Department denies the 
adjustment as not known and measurable, the postage expense would 
not be included in the inflation adjustment since it is not impacted by 
general inflation. 
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